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Technical  Specialized  Agencies  of  the  U.  N. — 
Finance,  Transport  and  Communication,  and  Trade 

BY  FRED  L.  HADSEL,  Lecturer  in  Political  Science,  George  Washington  University 


IN  promoting  the  economic  and  social  welfare  of 
the  peoples  of  the  world,  the  Specialized  Agencies 
serve  as  the  right  hand  of  the  United  Nations.  The 
importance  of  these  agencies  is  indicated  not  only 
by  the  dozen  references  made  to  them  in  the  Char¬ 
ter  but  by  the  size  of  their  combined  budgets, 
which  for  administrative  purposes  alone  exceeds 
that  of  the  UN.  Since  only  a  few  of  these  eleven 
agencies  have  a  long  record  of  experience  and  two 
of  them  are  not  yet  in  full  operation,  their  exact 
place  in  the  field  of  international  organization  is 
still  not  entirely  clear.*  Nevertheless,  these  agen¬ 
cies  have  embarked  on  scores  of  projects  which  are 
strengthening  the  UN  at  a  moment  when  it  is 
being  challenged  in  the  political  field.  Moreover, 
in  certain  cases  these  organizations  are  demon¬ 
strating  the  ability  of  nations  to  cooperate  for  their 
mutual  benefit  in  spite  of  serious  ideological  dif¬ 
ferences.  As  a  result,  they  are  contributing  more 
than  almost  any  other  kind  of  international  group 
to  “the  creation  of  stability  and  well-being,”  which 
the  UN  Charter  holds  to  be  the  essential  condition 
of  peace. 

There  are  two  broad  types  of  organizations  whose 
intergovernmental  membership  and  world-wide 
interests  entitle  them  to  the  rank  of  Specialized 
Agency:  technical  and  human  welfare.  The  tech¬ 
nical  agencies  —  the  International  Bank,  Interna¬ 
tional  Monetary  Fund,  International  Civil  Aviation 

1.  See  Blair  Bolles,  “Pillars  of  the  United  Nations — Interna¬ 
tional  Economic  and  ScKial  Agencies,"  Foreign  Policy  Reports, 
December  i.  1945.  TTicre  are  at  present  eleven  Specialized 
Agencies  either  in  op)eration  or  in  advanced  stage  of  organiza¬ 
tion:  the  Food  and  Agriculture  Organization  (FAO),  Inter¬ 
national  Bank  for  Reconstruction  and  Development,  Interna¬ 
tional  Civil  Aviation  Organization  (ICAO),  International  Labour 
Organization  (ILO),  International  Monetary  Fund,  International 
Refugee  Organization  (IRO),  International  Telecommunications 
Union  (ITU),  proposed  International  Trade  Organization 
(ITO),  United  Nations  Educational,  Scientific  and  Cultural  Or¬ 
ganization  (UNESCO),  Universal  Postal  Union  (UPU),  and 
World  Health  Organization  (WHO).  Proposals  have  also  been 
advanced  for  two  additional  organizations.  The  Intergovern¬ 
mental  Maritime  Consultative  Organization  is  scheduled  to  be 
established  at  a  conference  to  be  held  in  February  1948.  The 
International  Meteorological  Organization,  which  since  1878  has 
been  an  intergovernmental  agency,  drafted  an  agreement  on 
October  ii,  1947,  which  when  signed  by  the  member  nations 
will  enable  the  organization  to  be  a  Specialized  Agency. 


Organization,  International  Telecommunications  | 

Union,  Universal  Postal  Union  and  Interna-  i 

tional  Trade  Organization — are  devoted  to  the  ! 
achievement  of  international  economic  welfare  by  I 
means  of  highly  complicated  regulations  which  can  | 
be  carried  out  only  by  experts  on  the  basis  of  ex¬ 
tensive  financial,  economic  or  scientific  data.  The  j 
human  welfare  agencies  —  concerned  with  labor, 
food  and  agriculture,  education,  health  and  refu-  f 
gees — on  the  other  hand,  frequently  employ  tech-  j 
nical  information,  but  they  consider  their  problems  j 
as  social  scientists  whose  immediate  concern  is  the  ! 
well-being  of  individuals.  Hence  their  objectives  are  1 
more  directly  expressed  in  terms  of  human  needs 
than  are  those  of  the  technical  agencies.^  ) 

The  six  technical  Specialized  Agencies  are  con¬ 
cerned  with  three  fields  of  activity:  finance,  trans-  1 
port  and  communication,  and  trade.  The  Bank  and  [ 
Fund  seek  to  promote  international  economic  wel-  | 
fare  by  providing  the  resources  for  reconstruction  f 
and  exchange  stability  among  their  member  na-  t 
tions.  The  Civil  Aviation  Organization,  Telecom-  I 
munications  Union  and  Postal  Union  attempt  to  | 
regulate  communications  in  their  respective  fields  P 
in  such  a  way  as  to  benefit  all  the  participating 
countries.  The  proposed  Trade  Organization  plans 
to  improve  world  conditions  by  stimulating  the  in¬ 
ternational  flow  of  goods. 

THE  BANK  AND  RECONSTRUCTION 

During  the  brief  jieriod  the  International  Bank 
for  Reconstruction  and  Development  has  been  in  | 
existence  it  has  made  loans  to  four  countries  total¬ 
ing  almost  $500,000,000.^  It  has  also  successfully 
floated  a  bond  issue  of  $25o,o(X),ooo  and  achieved  i 
considerable  progress  in  perfecting  its  organization  ■ 

2.  The  five  human  welfare  agencies,  the  ILO,  FAO,  UNESCO, 
WHO  and  IRO,  will  be  discussed  in  a  forthcoming  Foreign  | 
Policy  Report. 

3.  International  Bank  for  Reconstruction  and  Development,  | 

Second  Annual  Report,  7946-47  (Washington,  D.C.,  1947).  ^ 

Loans  have  been  made  to  the  following  countries:  France  (May  ^ 
9i  1947).  $250,000,000;  Netherlands  (August  7,  1947),  $195,-  | 

000,000;  Denmark  (August  22,  1947),  $40,000,000;  Luxem¬ 
bourg  (August  28,  1947),  $12,000,000  of  which  $2,000,000 
was  granted  in  Belgian  francs. 
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and  recruiting  an  exceptionally  able  stall.  But  most 
important  of  all,  the  Bank  has  gained  the  confi¬ 
dence  of  member  nations  and  private  financial 
circles  that  is  essential  to  its  long-term  success. 

The  International  Bank,  which  was  conceived — 
along  with  its  sister  institution,  the  International 
Monetary  Fund — at  the  Bretton  Woods  conference 
of  July  1944,  was  established  to  assist  in  the  recon¬ 
struction  and  development  of  its  member  nations."* 
To  this  end  the  Bank  may  guarantee  or  participate 
in  loans  by  private  investors.  However,  if  sufficient 
funds  are  not  available  from  these  sources,  as  is  the 
case  at  present,  it  furnishes  the  necessary  sums  it¬ 
self.  Devised  as  a  means  of  helping  prevent  the 
misdirection  of  international  investment  which  pre¬ 
ceded  the  collapse  of  1929,  the  Bank  is  empowered 
to  supervise  the  expenditure  of  the  loans  that  it 
grants.  Moreover,  investments  may  be  made  for 
productive  purposes  only,  thereby  eliminating  the 
possibility  of  purely  political  or  military  loans.  Al¬ 
though  the  Bank  expects  to  aid  peacetime  recovery, 
it  has  never  planned  to  engage  ii  tasks  of  relief 
or  rehabilitation  such  as  those  undertaken  by 
UNRRA.  In  short,  the  Bank  is  a  strictly  economic 
institution  operating  on  principles  of  sound  fi¬ 
nance.’ 

In  spite  of  the  enthusiasm  with  which  the  con¬ 
ferees  at  Bretton  Woods  viewed  the  proposed  finan¬ 
cial  institution,  the  Bank  has  only  gradually  solved 
the  large  number  of  problems  that  initially  ham¬ 
pered  its  development.  The  Articles  of  Agreement 
establishing  the  Bank  were  not  ratified  by  the  re¬ 
quired  thirty-seven  states  until  December  27,  1945, 
four  days  before  the  time  limit  expired.  Since  that 
time,  however,  membership  in  the  Bank  has  grown 
until  forty-six  nations  now  belong  to  the  organiza¬ 
tion.  During  the  first  months  of  its  existence  the 
Bank  moved  cautiously  in  building  its  stall,  since 
it  not  only  sought  personnel  of  the  highest  calibre, 
but  wished  to  give  due  consideration  to  geographic 
distribution.  To  date  the  Bank  has  some  350  em¬ 
ployees,  of  whom  approximately  60  per  cent  are 
citizens  of  the  United  States.  However,  in  the  re¬ 
search  unit  there  are  thirteen  nationalities  repre¬ 
sented  among  the  twenty  specialists  comprising  the 
stall. 

A  serious  blow  to  the  administrative  develop¬ 
ment  of  the  Bank  was  dealt  by  the  resignation  of 

4.  See  F,.  L.  Dulles,  “Bretton  Woods  Monetary  Conference: 
Plans  and  Achievements,"  Foreign  Policy  Reports,  September  i, 
I94-I- 

5.  In  some  ways  the  Bank  is  even  more  cautious  in  its  lending 
policy  than  conservative  private  institutions.  For  example,  the 
Bank  cannot  lend  more  money  than  its  capital  investment,  al¬ 
though  private  banks  lend  several  times  their  capital,  and  many 
economists  think  that  the  International  Bank  could  lend  two 
or  three  times  its  investment  without  undue  risk. 


its  first  president,  Eugene  Meyer,  in  December 

1946,  for  during  the  following  three  months  of 
interregnum  both  the  morale  and  prestige  of  the 
organization  suffered  markedly.  The  selection  of 
former  Assistant  Secretary  of  War  John  T.  McCloy 
as  president  in  February  1947,  however,  proved  to 
be  an  important  step  toward  re-establishing  the 
prestige  of  the  Bank.  Not  only  was  this  choice  ac¬ 
companied  by  other  appointments  of  recognized  fi¬ 
nancial  leaders  to  key  positions  in  the  agency,  but 
it  inaugurated  a  conscious  policy  of  educating  po¬ 
tential  investors — such  as  banks,  investment  houses 
and  insurance  companies — as  to  the  soundness  of 
the  International  Bank.  Moreover,  the  differences 
which  had  existed  between  the  president  and  mem¬ 
ber  nations  over  their  relative  powers  were  dissi¬ 
pated  in  an  atmosphere  of  mutual  cooperation.  The 
success  of  this  new  orientation  was  amply  demon¬ 
strated  when  the  first  bond  issue  of  $250,000,000 
was  heavily  oversubscribed  on  July  15,  1947,  the 
day  it  was  offered  to  the  public. 

While  the  International  Bank  was  slowly  build¬ 
ing  its  staff  and  reputation,  it  was  also  obtaining 
funds  with  which  to  begin  operations.  By  a  series 
of  calls  on  the  capital  subscriptions  of  member  gov¬ 
ernments  extending  from  June  1946  through  May 

1947,  the  Bank  secured  approximately  $726,000,000 
in  dollars  or  gold,  of  which  the  United  States  con¬ 
tributed  79  per  cent.  An  additional  $873,000,000, 
which  was  deposited  in  other  currencies,  will  be 
available  for  loans  when  economic  conditions  per¬ 
mit  the  other  members  to  relax  their  exchange 
regulations.  To  date,  however,  the  Bank’s  loans  are 
almost  all  dollar  credits,  and  the  bonds  issued  have 
been  floated  in  the  American  market,  for  this  is  the 
only  country  whose  financial  condition  is  sufficient¬ 
ly  prosperous  to  permit  large  foreign  credits  and 
whose  production  is  adequate  to  supply  the  goods 
these  loans  are  designed  to  purchase. 

Even  before  the  Bank  had  fully  developed  its 
organization  or  obtained  operating  funds,  it  had  re¬ 
ceived  nine  applications  for  loans  totaling  $2,553,- 
875,000.'’  In  each  case  the  Bank  investigates  the  re¬ 
quest  as  to  the  soundness  of  the  risk  and  the  feasi¬ 
bility  of  the  project,  and  if  necessary  conducts  a 
special  on-the-sjx)t  survey.’  Since  the  loans  already 

6.  Tile  applications  were  divided  in  the  following  manner: 
Czechoslovakia  (July  ii,  1946),  $350,000,000;  Poland  (Sep¬ 
tember  7,  1946),  $600,000,000;  Chile  (September  30,  1946), 
$40,000,000;  Denmark  (October  3,  1946),  $50,000,000;  France 
(October  8,  1946),  $500,000,000;  Iran  (October  24,  1946), 
$250,000,000;  Luxembourg  (November  3,  1946),  $20,000,000; 
Netherlands  (April  8,  1947),  $535,000,000;  Mexico  (April  ii, 
>947).  $208,875,000.  The  Greek  letter  of  intent  (February  7, 
1947)  specified  no  definite  amount. 

7.  A  group  of  experts  went  to  Poland  during  June-July  1947, 
to  analyze  the  relationship  of  the  application  to  the  Polish 
Three-Year  plan. 
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approved  leave  the  Bank  with  less  than  $500,000,000 
in  available  funds,  it  is  clear  that  the  Bank  prob¬ 
ably  will  be  floating  another  bond  issue  sometime 
in  1948. 

THE  UNITED  STATES  AND  THE  BANK 

The  predominance  of  dollars  in  the  funds  avail¬ 
able  for  lending  operations  underlines  the  special 
role  of  the  United  States  in  the  International  Bank. 
So  far,  however,  this  country  has  not  used  its  posi¬ 
tion  to  dictate  to  the  Bank,  even  though  it  exercises 
over  34  per  cent  of  the  voting  strength  and  in  con¬ 
junction  with  Britain  could  control  the  majority 
vote  necessary  for  most  actions.  Moreover,  the  Ar¬ 
ticles  of  Agreement  specifically  state  that  “only  eco¬ 
nomic  considerations  shall  be  relevant  to  (its)  de¬ 
cisions,  and  these  considerations  shall  be  weighed 
impartially.”  In  practice  this  means  that  the  Bank 
cannot  grant  loans  in  order  to  accomplish  political 
objectives.  At  the  same  time,  it  may  be  necessary  to 
refuse  loans  where  political  uncertainties  are  so  great 
as  to  make  the  loan  economically  unsound.  The  fact 
that  the  Bank  cannot  ignore  political  developments 
has  already  led  to  speculation  that  the  Bank,  in  ex¬ 
ploring  the  possibilities  of  extending  aid  for  the  re¬ 
habilitation  of  Ruhr  industries,  was  being  used  as  a 
tool  of  the  Western  powers.®  Yet  the  interest  of  the 
Bank’s  officials  in  the  restoration  of  the  Ruhr  ap¬ 
pears  to  have  been  due  to  their  belief  that  it  would 
make  the  nations  which  had  borrowed  from  the 
Bank  more  capable  of  honoring  their  obligations.^ 
Moreover,  in  the  agreement  for  establishing  rela¬ 
tions  with  the  Economic  and  Social  Council,  the 
Bank  has  sought  to  keep  itself  free  from  such  polit¬ 
ical  pressure  as  may  emanate  from  the  UN.‘° 

Another  question  with  which  the  Bank  is  con¬ 
fronted  is  whether  or  not  Russia  will  become  a 
member.  Although  the  U.S.S.R.  was  represented  at 
the  Bretton  Woods  conference,  it  has  not  shown 
any  signs  to  date  of  joining  what  is  not  only  a 
capitalistic  institution  but  an  organization  in  which 
the  Soviet  government’s  voting  power  would  be 
insufficient  to  give  it  a  leading  position." 

The  Bank  will  be  immediately  faced  with  a 
number  of  technical  problems.  For  example,  it  may 
have  to  determine  what  proportion  of  its  funds 
should  be  spent  for  reconstruction  of  war-damaged 
production  and  what  percentage  should  be  used 
for  development  of  new  projects."  In  addition  it 

8.  \ew  York,  Times,  June  20,  October  14,  1947;  Washington 
Post,  June  21,  1947. 

9.  Second  Annual  Report,  cited. 

10.  See  p.  224. 

11.  The  tentative  Soviet  quota  is  $1,200,000,000  or  approxi¬ 
mately  13  j>cr  cent  of  the  total  voting  strength  of  the  Board  of 
Governors. 

12.  For  an  excellent  general  analysis  of  this  problem  see 
Nathaniel  Weyls  and  M.  J.  Wasserman,  “International  Bank, 


may  consider  means  of  raising  capital  in  new  mar¬ 
kets  other  than  the  United  States.  In  view  of  the 
present  dollar  crisis,  neither  Canada  nor  Europe 
can  be  expected  to  permit  bond  purchases  in  the 
near  future,  but  the  Bank  hopes  to  operate  in  other 
than  American  markets.  The  International  Bank 
must  also  make  plans  for  its  next  issue  of  bonds, 
consider  periodically  the  question  of  revision  of 
quotas  of  subscriptions,  and  decide  on  the  pending 
applications  for  loans.  Finally,  the  Bank  will  un¬ 
doubtedly  be  called  upon  to  assist  in  the  European 
recovery  program  developed  in  response  to  the 
Harvard  speech  of  Secretary  Marshall." 

Of  all  the  problems  facing  the  International 
Bank,  that  of  maintaining  its  independence  from 
political  pressures  and  of  assuring  the  economic 
soundness  of  the  loans  it  extends  will  continue  to 
be  the  most  important.  Although  the  Bank  alone 
cannot  underwrite  reconstruction  and  development 
throughout  the  world,  the  extent  of  its  contribution 
to  general  economic  recovery  will  depend  in  no 
small  part  upon  maintaining  a  high  degree  of  po¬ 
litical  and  economic  integrity. 

THE  FUND  AND  STABILIZATION 

The  International  Monetary  Fund,  like  the  Inter¬ 
national  Bank,  was  projected  at  the  Bretton  Woods 
conference  in  an  effort  to  avoid  the  economic 
anarchy  so  characteristic  of  the  years  between  the 
two  world  wars."  The  close  connection  between 
these  two  institutions  is  underscored  by  their  sim¬ 
ilar  organizational  pattern  consisting  of  a  Board  of 
Governors  and  a  body  of  Executive  Directors,  some 
of  whose  members  serve  both  agencies.  The  same 
standards  of  employment  are  also  maintained  for 
both  permanent  staffs,  and  the  two  groups  even 
share  the  same  building  for  their  headquarters  in 
Washington,  D.C. 

Yet  in  spite  of  these  similarities,  the  Fund  en¬ 
gages  in  a  far  more  specialized  kind  of  operation 
than  does  the  Bank.  In  carrying  out  the  central 
purpose  of  promoting  international  monetary 
stabilization,  the  Fund  is  concerned  with  three 
closely  related  and  highly  technical  problems:  the 
maintenance  of  the  foreign  exchange  rates  of  mem¬ 
bers’  currency,  the  short-term  sale  of  currency  to 
bolster  these  rates,  and  the  elimination  of  exchange 
restrictions  and  controls."  Since  the  Fund  is  not  a 

Instrument  of  World  Economic  Recovery,"  American  Economic 
Review,  March  1947,  pp.  92-107. 

13.  The  General  Report  of  the  Committee  of  European  Eco¬ 
nomic  Cooperation,  Department  of  State  Publication  2930,  Sep¬ 
tember  1947  indicates  that  the  Bank  might  be  asked  to  supply 
$3,000,000,000,  but  no  formal  request  for  this  sum  had  been 
made  to  the  Bank. 

14.  See  E.  L.  Dulles,  cited. 

15.  Sec  International  Monetary  Fund,  Annual  Report  for  1947 
(Washington,  D.C.,  1947). 
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super-sovereign  body  that  dictates  to  the  world  on 
international  monetary  affairs,  it  does  not  arbitrar¬ 
ily  impose  its  will  on  the  forty-six  member  nations. 
Instead,  the  Fund  provides  the  mechanism  for  con¬ 
sultation  among  experts  representing  the  partici¬ 
pating  states  and  acts  as  a  mediator  for  such  differ¬ 
ences  of  opinion  as  arise. 

Despite  the  chaotic  economic  situation  at  the  end 
of  the  war,  the  Fund  began  as  soon  as  possible  to 
regularize  the  currency  exchange  rates  of  its  mem¬ 
ber  nations  by  establishing  initial  par  values.  Once 
tlie  Fund  obtained  general  agreement  on  these 
values  in  December  1946,  however,  its  work  had 
only  just  begun. Because  exchange  rates  are  direct¬ 
ly  related  to  the  balance  of  international  payments 
of  each  nation,  they  will  be  subject  to  constant  an¬ 
alysis  by  the  Fund  with  a  view  to  determining 
any  desirable  modifications.  Thus  when  the  time 
comes  for  rescheduling  the  exchange  rates,  the  con¬ 
sultative  mechanism  provided  by  the  Fund  should 
make  possible  the  prevention  of  the  unilateral  and 
competitive  policies  which  abetted  political  aggres¬ 
sion  and  produced  cycles  of  devaluation  during  the 
pre-war  period. 

The  activities  of  the  Fund  in  determining  and 
evaluating  the  rates  of  foreign  exchange  are  in¬ 
timately  connected  with  the  second  of  its  major 
responsibilities — currency  stabilization  through  the 
use  of  its  own  financial  resources.  To  assist  in  main¬ 
taining  the  established  values  the  Fund  has  ob¬ 
tained  approximately  $6,500,000,000  from  its  mem¬ 
bers.*^  These  resources  of  the  Fund  may  be  drawn 
upon  by  the  members  for  short-term  purchases 
when  they  temporarily  lack  reserves  in  a  particular 
foreign  currency,  However,  the  Fund  is  specifically 
forbidden  to  engage  in  replenishing  the  reserves  of 
any  nation  when  its  dearth  of  foreign  currency  is 
traceable  to  such  causes.  Not  only  would  such  a 
practice  threaten  the  usefulness  of  the  Fund  for 
the  purpose  for  which  it  was  created,  but  the  pro¬ 
gressive  increase  in  interest  rates  charged  by  the 
Fund  would  soon  render  aid  from  this  source  more 
expensive  than  that  available  in  long-term  credits 
from  either  the  United  States  or  the  International 
Bank.  Contrary  to  opinions  widely  held  during 
and  after  Bretton  Wo^s,  the  member  nations  have 
not  as  yet  engaged  in  a  run  on  the  dollar  re¬ 
sources  of  the  Fund.  So  far  six  nations  have  bought 
currency  from  the  Fund.  France  has  purchased 
$120,000,000;  the  Netherlands,  $25,000,000;  Britain, 
$180,000,000;  Denmark,  $3400,000;  and  Mexico,  an 

16.  International  Monetary  Fund,  Schedule  of  Par  Values 
(Washington,  D.C.,  1947). 

17.  Of  this  sum,  approximately  $2,750,000,000  is  in  dollars 
and  gold  representing  the  United  States  quota,  approximately 
$600,000,000  is  in  gold  contributed  by  other  nations,  and  the 
remainder  is  in  the  currency  of  the  various  members. 


undisclosed  amount.  At  least  one  other  country  has 
applied  to  the  Fund  and  probably  one  or  two  of 
these  six  have  had  other  operations  with  the  Fund. 

The  third  major  activity  of  the  International 
Monetary  Fund — the  relaxation  of  exchange  restric¬ 
tions — has  thus  far  been  directed  merely  toward 
eliminating  multiple  currency  exchange  rates  and 
exchange  taxes.  The  real  task  of  abolishing  ex¬ 
change  controls  cannot  begin  until  the  balance  of 
payments  of  the  war-torn  nations  improves  suffi¬ 
ciently  to  permit  them  to  allow  the  free  flow  of 
currency  from  one  country  to  another. 

One  way  in  which  the  Fund  expects  to  expand 
during  coming  months  is  in  its  research  activities. 
The  Fund  realizes  that,  unless  it  can  be  the  pre¬ 
eminent  authority  in  the  international  monetary 
problems  of  all  member  nations,  it  cannot  carry  the 
desired  weight  in  the  consultative  meetings  which 
form  the  core  of  the  machinery  for  collaboration 
on  exchange  questions.  Under  the  leadership  of 
Camille  Gutt,  former  Finance  Minister  of  Belgium, 
the  Fund  has  slowly  but  steadily  expanded  until 
its  staff  presently  numbers  approximately  360.  The 
Fund  has  also  developed  a  truly  international  per¬ 
sonnel,  and  among  the  sixty-five  persons  in  the 
Research  Department,  for  example,  there  are  repre¬ 
sentatives  of  some  twenty-five  nationalities.  As  an 
additional  means  of  enhancing  its  prestige,  the 
Fund  is  planning  to  begin  the  publication  early 
in  1948  of  at  least  two  periodicals,  one  containing 
international  financial  statistics  and  the  other,  gen¬ 
eral  international  economic  news. 

Although  now  firmly  established  after  more  than 
a  year  of  successful  operation,  the  Fund  still  faces 
several  problems  of  critical  importance.  In  order 
to  act  effectively  as  a  stabilizing  agency  in  inter¬ 
national  monetary  affairs,  it  must,  for  example, 
remain  free  from  political  influence,  and  to  this 
end  its  officers  not  only  seek  to  avoid  being  dom¬ 
inated  by  any  single  nation,  but  they  plan  to  re¬ 
main  aloof  from  the  political  debates  of  the  UN. 
Consequently  the  Fund  retains  a  large  degree  of 
autonomy  in  the  agreement  which  establishes  its 
relationship  with  the  UN. 

Another  question  which  will  undoubtedly  con¬ 
front  the  Fund  is  that  of  additional  members.  It  is 
not  exfiected  that  the  Soviet  Union  will  apply  for 
admittance  until  the  current  political  tensions  sub¬ 
side.  Not  only  will  the  U.S.S.R.  probably  refuse  to 
participate  because  it  cannot  take  a  leading  role 
in  the  decisions  of  the  Governors  or  Executive 
Directors,  but  Moscow  is  thought  to  be  unwilling 
to  give  the  detailed  economic  information  which 
members  are  obliged  to  furnish  the  Fund.  The 
absence  of  a  state  with  a  completely  controlled  cur- 
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rency  in  the  present  condition  of  international  trade 
is  not,  however,  considered  too  important,  while  the 
nonparticipation  of  other  nations,  notably  Sweden, 
Switzerland,  Portugal,  New  Zealand  and  Argen¬ 
tina,  is  of  greater  moment.  Although  the  Fund  has 
not  yet  received  applications  from  these  states,  it 
is  expected  that  in  due  course  these  countries  will 
seek  membership  in  the  organization.  In  any  case, 
the  Fund  in  no  way  believes  that  success  or  failure 
depends  upon  the  admission  of  these  nations.  What 
will  really  affect  the  future  of  the  Fund  is  the  basic 
economic  welfare  of  the  member  nations,  and 
that  is  a  matter  which  the  Fund — operating  as  it 
does  in  a  specialized  field — can  influence  but  not 
determine. 

ICAO  AND  CIVIL  AVIATION 

In  1910,  when  the  descent  of  a  number  of  Ger¬ 
man  balloons  on  French  soil  caused  France  to  con¬ 
vene  the  first  Civil  Aviation  conference,  the  gov¬ 
ernment  in  Paris  did  not  consider  it  necessary  to 
invite  the  United  States,  for  it  then  seemed  incon¬ 
ceivable  that  this  distant  country  could  ever  be 
subjected  to  such  incidents.  However,  as  the  result 
of  the  rapid  development  in  aviation,  stimulated 
to  a  large  extent  by  two  world  wars,  the  United 
States  has  not  only  acquired  the  greatest  air  power 
of  any  nation,  but  has  built  up  the  most  extensive 
network  of  commercial  airlines  in  the  world.  It 
is  therefore  no  mere  coincidence  that  the  effort  to 
regulate  aviation  on  a  world-wide  basis  took  place 
in  this  country  at  a  conference  held  in  Chicago  in 
1944.*® 

The  Chicago  Civil  Aviation  Conference  brought 
together  representatives  of  fifty-four  nations  to  seek 
a  solution  to  problems  in  three  different  fields  of 
air  transportation.’’  First  of  all,  the  conference, 
formulated  a  body  of  technical  regulations  con¬ 
cerning  such  matters  as  beacons,  communication 
procedures,  aircraft  identification,  weather  informa¬ 
tion,  and  rules  of  safety.  The  second  question,  that 
of  general  aviation  policy,  on  the  other  hand,  near¬ 
ly  disrupted  the  conference  because  of  the  clash 
between  the  proponents  of  free  competition  and 
those  of  regulation.  The  United  States,  partly  be¬ 
cause  of  its  potential  strength  in  civil  aviation, 
wished  to  reduce  the  restrictions  on  competition 
among  the  airlines  of  the  world.  Britain,  on  the 

18.  Two  organizations  with  regional  influence  existed  prior 
to  1944.  The  International  Commission  for  Air  Navigation, 
founded  in  1919,  functioned  in  Europe  while  the  Pan-Amer¬ 
ican  Convention  on  Air  Navigation  of  1928  was  in  effect  for 
part  of  the  Western  Hemisphere. 

19.  See  J.  P.  Van  Zandt,  "The  Chicago  Civil  Aviation  Con¬ 
ference,”  Foreign  Policy  Reports,  February  15,  1945,  and  Inter¬ 
national  Civil  Aviation  Conference,  Chicago,  Illinois,  Novem¬ 
ber  /  to  December  7,  1944.  Final  Act  and  Related  Documents 
Department  of  State  Publication  (Washington,  D.C.,  1945). 


other  hand,  took  the  lead  in  seeking  regulation  of 
rates,  routes  and  franchises,  and  sponsored  the  plan 
of  a  “chosen  instrument,”  or  intergovernmental  car¬ 
tel,  to  conduct  the  world’s  air  transportation.^® 

Despite  the  lack  of  agreement  on  general  policy, 
the  conference  succeeded,  in  the  third  place,  in 
creating  the  Provisional  International  Civil  Avia¬ 
tion  Organization.  During  its  two  years  of  interim 
operation,  PICAO  sponsored  several  regional  con¬ 
ferences  and  numerous  meetings  of  experts  to  de¬ 
termine  technical  regulations  and  to  develop  safety 
practices.^’  On  questions  of  general  policy,  how¬ 
ever,  the  activities  of  PICAO  reflected  the  lack  of 
accord  at  Chicago,  and  this  matter  was  generally 
left  to  bilateral  negotiations  outside  the  framework 
of  the  interim  organization. 

In  the  meantime,  the  conflict  between  free  com¬ 
petition  as  advocated  by  the  United  States  and  strict 
regulation  as  desired  by  the  British  Commonwealth 
was  partially  resolved  at  the  Anglo-American  Ber¬ 
muda  conference,  January-February  1946.  The  con¬ 
ferees  agreed,  for  example,  to  aflow  unrestricted 
competition,  except  where  it  permitted  abuses  and 
uneconomic  practices,  and  reached  a  working  defi¬ 
nition  of  the  much  disputed  “fifth  freedom” — the 
right  to  carry  traffic  between  two  foreign  countries. 
As  a  result  the  United  States  was  able  to  inaugurate 
a  series  of  bilateral  negotiations  with  other  nations 
which  did  not  incur  British  opposition  yet  still 
supported  the  principles  of  the  proposed  Interna¬ 
tional  Civil  Aviation  Organization.^^  Without  these 
bilateral  agreements  it  would  have  been  very  diffi¬ 
cult  to  bring  the  permanent  International  Civil 
Aviation  Organization  into  existence,  for  they 
demonstrated  that  sufficient  unity  existed  on  mat¬ 
ters  of  general  policy  to  inspire  confidence  that  a 
regulatory  organization  could  succeed.  On  April  4, 
1947,  following  ratification  by  thirty-five  states,  the 
permanent  organization  was  formally  established. 

When  the  first  Assembly  of  the  International 
Civil  Aviation  Organization  convened  at  Montreal, 
May  6-27,  1947,  it  accepted  with  little  change  the 
plan  of  organization  drawn  up  at  Chicago.^^  How- 

20.  Sec  Peter  G.  Masefield,  “Anglo-American  Civil  Aviation,” 
Air  Affairs,  March  1947,  pp.  310-22. 

21.  A  notable  contribution  of  one  of  these  meetings,  the  North 
Atlantic  conference  in  September  1946,  was  the  establishment 
of  thirteen  weather  ships  over  the  Atlantic  to  provide  meteoro¬ 
logical  service  for  the  trans-oceanic  air  operations.  For  summary 
of  activities  of  PICAO,  see  “International  Civil  Aviation  Organ¬ 
ization,”  United  Nations  Wcelffy  Bulletin,  January  28,  1947, 
pp.  67-71. 

22.  See  Joe  D.  Walstrom,  “Bilateral  Air-Transport  Agreements 
Concluded  by  the  United  States,”  Department  of  State  Bulletin, 
December  22,  1946,  pp.  1126-29.  The  United  States  also  nego¬ 
tiated  forty-four  of  these  agreements. 

23.  See  Edward  S.  Prentice,  “The  First  Assembly  of  the  Inter¬ 
national  Civil  Aviation  Organization,”  ibid.,  June  15,  1947, 
pp.  ii45-5>- 
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ever,  it  did  have  to  push  through  an  amendment 
to  bar  Franco  Spain  in  order  to  conform  with  the 
recommendation  of  the  General  Assembly  of  the 
UN  and  to  bring  itself  into  relationship  with  that 
organization.^"*  The  Montreal  Assembly  also  elect¬ 
ed  the  members  of  the  Executive  Council,  which 
in  addition  to  the  duties  given  the  executive  organ 
of  other  Specialized  Agencies,  has  the  power,  when 
both  parties  so  decide,  to  act  as  an  arbitral  body.^' 
This  power  may  well  enhance  the  role  of  ICAO 
in  the  future,  since  most  of  the  bilateral  aviation 
transport  agreements  so  far  negotiated  have  a  clause 
providing  for  recourse  to  the  Executive  Council  in 
case  of  dispute. 

The  Montreal  Assembly  itself  did  not  under¬ 
take  extensive  technical  discussions,  but  it  approved 
those  initiated  by  PICAO,  made  plans  to  continue 
conferences  to  regulate  such  matters,  and  listed  the 
principles  which  should  guide  financial  aid  in  be¬ 
half  of  improving  navigation  services.  Since  the 
budget  of  ICAO  is  only  $2,600,000  for  the  com¬ 
ing  year — most  of  which  will  be  spent  for  sched¬ 
uled  conferences — the  Assembly  will  be  forced  to 
limit  its  assistance  to  the  most  urgent  needs. 

In  the  area  of  general  policy,  the  Montreal  As¬ 
sembly  was  the  least  successful.  In  spite  of  the  de¬ 
velopments  since  the  Chicago  conference — reflected 
not  only  in  the  Bermuda  conference,  but  also  in 
the  virtual  abandonment  of  the  full  “five  freedoms” 
— the  major  nations  were  not  prepared  to  draw  up 
a  comprehensive  multilateral  air  transport  agree¬ 
ment.  Differences  still  existed  between  the  British 
Qimmonwealth  and  the  United  States  over  the 
allocation  of  routes  and  the  extent  of  international 
control.  Sharp  disagreement  also  arose  over  the 
question  of  a  “chosen  instrument,”  and  a  compro¬ 
mise  was  reached  when  the  Assembly  voted  to  con¬ 
tinue  study  of  both  sides  of  the  question.  The  need 
for  a  multilateral  convention  was  nevertheless  rec¬ 
ognized,  and  the  Assembly  agreed  to  convene  a 
special  conference  in  Geneva  to  consider  the  prob¬ 
lem. 

Although  the  questions  handled  by  ICAO  are 
highly  controversial,  this  agency  has  been  remark¬ 
ably  free  from  political  dissension^*^  and  faces  the 

24.  Although  as  of  May  13,  when  the  amendment  was  voted, 
ICAO  is  for  all  practical  purposes  in  formal  working  relation¬ 
ship  with  the  UN,  in  fact  the  agreement  cannot  be  legally  in 
force  until  the  amendment  is  ratified  by  two-thirds  (28)  of  the 
member  nations. 

25'.  The  Assembly  extended  these  powers  to  the  permanent 
body  until  a  final  decision  as  to  methods  of  settling  disputes  is 
reached.  Resolutions  Adopted  hy  the  First  Assembly  May  6-27, 
1947$  PP-  20-21. 

26.  This  in  part  may  be  due  to  the  fact  that  Czechoslovakia 
IS  the  only  member  from  Eastern  Europe.  The  U.S.S.R.  par¬ 
ticipated  in  the  Chicago  conference,  but  it  has  not  joined  ICAO 
and  there  seems  little  prospect  that  it  will  do  so  in  the  near 
future. 


future  with  an  excellent  record  in  technical  regu¬ 
lation  and  improved  prospects  in  connection  with 
problems  of  general  policy.  Now  that  ICAO  has 
become  a  permanent  organization,  established  its 
relationship  with  the  UN,  and  absorbed  the  earlier 
aviation  organizations,  it  has  unquestionably  be¬ 
come  the  dominant  agency  in  the  field.^^  Its  rela¬ 
tionship  with  the  proposed  multilateral  agreement 
to  be  drafted  at  Geneva  is  as  yet  undetermined. 
But  in  view  of  the  confidence  which  the  provisional 
and  permanent  aviation  organization  has  acquired 
through  two  years  of  successful  activity,  there  is 
every  indication  that  the  future  role  of  this  Spe¬ 
cialized  Agency  will  be  more,  rather  than  less, 
important. 

ITU  AND  TELECOMMUNICATIONS 

The  war  witnessed  a  phenomenal  expansion  in 
telecommunications,  especially  in  international  radio 
broadcasting.  Not  only  have  governments  entered 
this  field  of  activity,  but  the  demands  of  aerial  and 
maritime  navigation  have  greatly  multiplied.  In 
addition,  the  radio  has  been  used  more  and  more 
for  the  transmission  of  news  as  well  as  the  trans¬ 
action  of  private  business.  As  a  result  of  these  de¬ 
velopments  almost  all  of  the  nations  of  the  world 
are  convinced  that  the  failure  to  settle  telecommuni¬ 
cation  problems  on  an  international  basis  can  bene¬ 
fit  no  country  and  would  inevitably  cause  confusion 
for  all. 

Since  the  Telecommunications  Union,  which 
evolved  from  the  International  Telegraph  Union 
established  at  Paris  in  1865,  had  functioned  ade¬ 
quately  prior  to  World  War  II,  there  has  been  no 
thought  of  abandoning  the  ITU  in  favor  of  a 
new  organization.*®  The  first  steps  in  revising  the 
ITU  were  taken  at  an  Anglo-American  conference 
at  Bermuda  in  December  1945  and  at  the  prelim¬ 
inary  Five-Power  Telecommunications  conference 
held  in  Moscow  in  September-October  1946.^^ 
Building  on  these  plans,  the  United  States  invited 
the  Plenipotentiary  International  Telecommunica¬ 
tions  Conference  to  convene  at  Atlantic  City  from 
July  through  September  1947.  As  a  result  of  this 
meeting  the  ITU  has  expanded  its  organization  to 

27.  ICAO  has  superseded  the  International  Commission  for 
Air  Navigation  and  has  absorbed  CITEJA  (Comitc  international 
technique  d'experts  juridigue  acriens).  It  has  obtained  the  full 
cooperation  of  the  lATA  (International  Air  Transport  Associa¬ 
tion)  and  is  cstablishring  close  relations  with  the  other  Special¬ 
ized  Agencies. 

28.  For  survey  of  pre-war  telecommunication  organization,  see 
Sir  Osborne  Mance,  International  Telecommunications  (New 
York,  Oxford  Press,  1944). 

29.  See  F.  C.  Dc  Wolf,  “Moscow  Telecommunications  Confer¬ 
ence,"  Department  of  State  Bulletin,  November  24,  1946,  pp. 
943-46. 
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meet  the  post-war  requirements  of  international 
telecommunications. 

In  order  to  become  a  full-fledged  Specialized 
Agency  the  ITU  was  obliged  to  follow  the  example 
of  other  agencies  and  bar  Franco  Spain  from  mem¬ 
bership.  This  was  done  on  July  19  only  after  pro¬ 
longed  debate,  however,  for  a  large  minority  of 
the  members  felt  that  technical  cooperation  should 
not  be  influenced  by  political  considerations.^®  The 
other  membership  problem  arose  when  the  Soviet 
Union  moved  to  give  the  Mongolian  S.S.R.  full 
membership  in  the  Union,  which  led  some  ob¬ 
servers  to  suggest  that  the  Russian  proposal  was 
part  of  a  more  general  program  of  obtaining  inter¬ 
national  recognition  for  the  various  Soviet  repub¬ 
lics.  Although  the  Mongolian  S.S.R.  was  not  ad¬ 
mitted,  this  action  on  the  part  of  the  Soviet  delega¬ 
tion  in  no  way  affected  the  exceptionally  good  re¬ 
lations  among  the  technical  experts  assembled  at 
Atlantic  City.  For  throughout  the  conference  there 
was  no  sign  of  a  division  between  the  East  and 
West,  nor  was  there  any  indication  of  blocs  which 
in  any  way  reflected  other  current  international 
political  alignments. 

Until  this  year  the  International  Telecommuni¬ 
cations  Union  operated  almost  exclusively  through 
conferences  held  at  five-year  intervals.  The  reorgan¬ 
ized  ITU,  however,  in  addition  to  holding  quin¬ 
quennial  sessions,  has  an  executive  agency,  the 
International  Frequency  Registry  Board,  which 
will  register  the  broadcasting  frequencies  and  coun¬ 
sel  with  the  member  nations  if  the  proposed  wave¬ 
length  interferes  with  other  international  broad- 
casting.^'  The  lack  of  any  stronger  power  is  ex¬ 
plained  by  the  underlying  theory  of  the  ITU  that 
its  agreements  can  be  carried  out  only  with  the 
wholehearted  cooperation  of  its  members.  Hence 
the  agency  considers  it  futile  to  try  to  establish  any 
sanctions  beyond  the  power  of  discussion  and  rec¬ 
ommendation.  The  Telecommunications  Union,  as 
a  Specialized  Agency  of  the  UN,  is  also  in  the 
process  of  assuming  more  responsibility  for  the 
various  consultative  committees  in  the  fields  of  in¬ 
ternational  radio,  telephone  and  telegraph.  One  of 
these,  the  International  Consultative  Committee 
on  Radio,  will  be  developed  into  a  formal  inter¬ 
governmental  organization  under  the  general  su¬ 
pervision  of  the  ITU. 

The  single  most  important  problem  facing  the 
International  Telecommunications  Union  is  the 

30.  The  vote  was  35  to  21  with  9  abstentions.  It  is  antici¬ 
pated,  however,  that  Spain  will  follow  the  general  rules  of  the 
ITU  even  though  it  will  not  be  a  member. 

31.  The  Board  may  postpone  the  final  registry  of  a  frequency 
for  a  period  up  to  five  years  by  keeping  the  application  on  the 
notification  list.  It  may  not  prevent  the  use  of  the  frequency, 
for  it  has  no  coercive  power. 


reassignment  of  wave-lengths  for  high-frequency 
international  broadcasting.  During  the  Atlantic 
City  conference  the  delegates  laboriously  assembled 
a  new  frequency  allocation  table  for  determining 
those  bands  which  should  be  reserved  for  the  aero¬ 
nautical,  maritime,  commercial  and  other  services. 
However,  many  more  months  of  work  will  be  re¬ 
quired  before  the  reassignment  of  the  exact  fre¬ 
quency  to  individual  nations  can  be  completed.  A 
special  ad  hoc  committee  was  established  by  the 
conference  to  secure  the  necessary  data  on  the  way 
in  which  current  assignments  are  being  used  and 
the  needs  which  the  various  services  face  in  the 
future,  and  it  is  anticipated  that  two  to  four 
years  may  elapse  before  the  final  allocation  will 
take  place.  The  delay,  however,  will  be  caused  by 
the  need  for  a  large  volume  of  information  and  , 
the  time  required  to  settle  the  complicated  prob¬ 
lems,  rather  than  disagreement  among  the  member 
nations.  For  the  ITU — like  the  other  technical 
agencies — is  operating  on  the  premise  that  it  is 
serving  one  world  and  is  demonstrating  that  in  cer¬ 
tain  fields,  at  least,  this  is  still  a  tenable  assumption. 

UPU  AND  POSTAL  REGULATION 

Like  the  International  Telecommunications 
Union,  the  Universal  Postal  Union  is  one  of  the 
oldest  intergovernmental  agencies.  Founded  in 
1874,  the  UPU  has  developed  so  successfully  that 
it  is  often  cited  as  the  perfect  international  organ¬ 
ization  and  has  the  unique  distinction  of  being  the 
only  Specialized  Agency  to  which  ail  of  the  recog¬ 
nized  nations  of  the  world  and  many  of  the  colonial 
areas  belong.  ; 

The  UPU  throughout  its  long  history  has  been 
concerned  almost  exclusively  with  the  technical 
problems  of  postal  rates,  reciprocity  of  rights  and 
privileges,  and  cooperation  with  international  rail, 
air  and  telegraph  organizations.  However,  at  the 
first  post-war  Congress  held  in  Paris  May  6  to 
July  5,  1947,  the  Union  faced  much  broader  prob-  I 
Icms  than  it  had  previously  considered.  Although 
its  members  considered  some  500  proposals  deal¬ 
ing  with  the  technical  aspects  of  postal  communica¬ 
tion,  they  were  also  confronted  with  a  number  of 
questions  which  had  political  implications,  and  it 
was  with  a  certain  amount  of  reluctance  that  the 
delegates  moved  from  the  strictly  technical  level  j 
of  action  to  consider  these  more  controversial  j 
matters.^^  i 

Several  of  the  problems  which  were  at  least  | 

32.  Among  the  technical  questions  were  readjustments  in 
postal  rates,  particularly  with  respect  to  air  mail,  and  the  in¬ 
crease  in  the  weight  of  single  volumes  which  may  be  shipped 
overseas.  See  “Twelfth  Congress  of  the  Universal  Postal  Union,” 
Department  of  State  Bulletin,  September  21,  1947,  pp.  485-88. 
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quasi-political  were  related  to  the  question  of  mem¬ 
bership.  The  first  of  these  concerned  the  Baltic 
States.  Early  this  year  the  U.S.S.R.  notified  the 
office  of  the  UPU  in  Berne  that  Latvia,  Lithuania 
and  Estonia  had  separate  postal  administrations 
and  requested  that  they  be  invited  to  the  Congress 
along  with  other  nations.  After  considerable  de¬ 
bate,  however,  the  Congress  declined  to  accept  the 
Soviet  proposal,  since  the  UPU  did  not  believe  that 
these  three  former  members  had  truly  independent 
postal  administrations.^* 

At  Paris  the  United  States  proposed  that  the  list 
of  members  of  the  UPU  should  correspond  to  that 
of  the  UN.  This,  in  effect,  would  cut  out  the  repre¬ 
sentation  from  the  non-self-governing  areas  and 
the  occupied  countries.  These  proposals,  however, 
were  rejected.  Germany,  Japan  and  Korea  are 
I  “suspended”  from  participation  until  such  time  as 
I  seems  proper  but  not  ejected  from  the  Union,  and 
the  colonial  area  representatives  will  continue  to 
attend  and  vote  at  the  Congress.  The  admission  of 
Spain  to  active  participation  was  also  debated,  and 
the  Union  took  cognizance  of  the  General  As¬ 
sembly’s  resolution  and  suspended  the  Franco 
regime. 

At  the  same  time  that  the  UPU  took  this  step  to 
adapt  itself  to  the  post-war  international  situation, 
it  also  modernized  its  administration  along  the 
same  general  lines  as  those  established  by  the  other 
Specialized  Agencies.  Thus  the  Congress  at  Paris 
created  an  Executive  and  Liaison  Commission  of 
nineteen  members,  whose  chief  duties  are  to  assure 
representation  of  the  UPU  at  various  UN  meetings 
and  to  undertake  studies  of  such  problems  as  may 
come  to  its  attention.  It  will  meet  annually  but 
will  not  be  delegated  broad  powers  by  the  Postal 
Union.  In  spite  of  the  political  turn  taken  by  the 
1947  Congress  of  the  Postal  Union,  the  future  of 
the  UPU  will  probably  continue  to  be  the  most 
serene  of  all  the  Specialized  Agencies.  As  long  as 
political  considerations  do  not  dominate  such  tech- 
j  nical  questions  as  postal  rates,  it  seems  safe  to  say 
that  the  Universal  Postal  Union  will  continue  to 
function  effectively  as  an  intergovernmental  agency. 

THE  ITO  AND  INTERNATIONAL  TRADE 

In  sharp  contrast  to  the  relatively  restricted  scope 
of  some  of  the  other  technical  agencies — particu¬ 
larly  the  International  Telecommunications  Union 
and  the  Universal  Postal  Union — the  purposes  of 
!  the  International  Trade  Organization  are  most 
general  and  its  problems  are  all  pervasive.  When 
the  ITO  is  fully  established  it  will  seek  to  promote 
international  trade  by  reducing  barriers  and  other- 

II.  The  Ukraine  and  RycloruMia  were  invited  and  attended 
the  Congress. 


wise  increasing  the  opportunities  for  commerce,  by 
encouraging  industrial  expansion  particularly  in 
the  less  developed  countries,  and  by  providing  the 
mechanism  for  consultation  in  the  field  of  eco¬ 
nomic  relations.  To  date,  however,  the  delay  in  re¬ 
covery,  the  need  for  continued  state  control  of  com¬ 
merce,  and  the  tendency  to  expand  rather  than 
eliminate  restrictive  trade  practices  have  all  affected 
the  proposed  Charter  of  the  ITO. 

The  International  Trade  Organization  is  more 
intimately  connected  with  American  foreign  eco¬ 
nomic  policy  than  with  that  of  any  other  country, 
and  the  success  or  failure  of  the  ITO  program  will 
profoundly  affect  the  position  of  the  United  States 
in  world  affairs,  to  say  nothing  of  the  welfare  of 
other  trading  nations.  The  principles  underlying 
the  ITO  may  be  traced,  in  their  immediate  origins, 
to  the  Hull  trade  agreements  program  launched 
in  1934.  They  also  found  expression  in  the  Lend- 
Lease  Agreements  and  the  Bretton  Woods  con¬ 
ference  during  the  war,  and  they  played  an  im¬ 
portant  part  in  the  negotiations  of  the  British  loan 
in  1945.  The  proposal  for  an  International  Con¬ 
ference  on  Trade  and  Employment  was  endorsed 
by  the  Economic  and  Social  Qiuncil  on  February 
18,  1946,  and  a  preparatory  committee  began  meet¬ 
ings  which  led  to  the  recent  conference  at  Geneva 
from  April  to  October  1947.^“*  This  seven-month 
session  of  experts  was  devoted  first  of  all  to  draft¬ 
ing  a  multilateral  trade  pact  designed  to  promote 
freer  economic  relations  among  the  seventeen  par¬ 
ticipating  nations.  This  pact,  which  represents  the 
results  of  over  one  hundred  different  negotiations, 
lays  the  foundation  for  the  expansion  of  interna¬ 
tional  trade.  It  also  embodies  such  principles  of  the 
ITO  as  are  necessary  to  safeguard  the  tariff  conces¬ 
sions  made  by  representatives  of  the  various  powers 
at  Geneva.  However,  it  does  not  solve  all  of  the 
problems  that  must  be  settled  before  the  trade  or¬ 
ganization  can  be  finally  established. 

The  Geneva  conference  also  made  substantial 
progress  towards  preparing  a  draft  Charter  for  the 
proposed  International  Trade  Organization  of  the 
UN.  Since  the  Geneva  meeting  was  composed  of 
experts,  who  could  not  commit  their  governments 
to  the  terms  of  the  Charter,  the  draft  agreement 
will  be  submitted  to  the  participating  nations  at  a 
plenary  conference  which  opened  at  Havana  No¬ 
vember  21. 

In  the  preparatory  meetings  the  planners  experi¬ 
enced  little  difficulty  in  devising  the  broad  pattern 

34.  A  comprehensive  collection  of  documents  and  discussions 
is  available  in  the  Hearings  of  the  Senate  Committee  on  Finance 
on  Trade  Agreements  System  and  Proposed  International  Trade 
Organization  Charter,  Both  Congress,  ist  Session  (Washington, 
D.C.,  1947). 
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of  the  organization  of  the  ITO,  which  will  consist 
of  a  Conference,  Executive  Board,  Secretariat  and 
Tariff  Committee.^’  Only  a  few  important  prob¬ 
lems  relating  to  formal  organization  remained  un¬ 
solved  at  the  end  of  the  Geneva  conference.  For 
example,  some  of  the  more  powerful  nations — 
among  them  the  United  States — have  sought  to  in¬ 
stitute  weighted  voting,  in  which  their  superior 
power  and  responsibilities  are  recognized,  while 
others  whose  strength  is  less  have  pressed  for  equal 
or  unit  voting.  Similarly,  the  composition  of  the 
Executive  Board  has  not  been  determined.  The 
Havana  conference  must  also  settle  the  relationship 
of  the  members  of  the  organization  to  non-mem¬ 
bers.  The  issue  here  concerns  the  degree  to  which 
countries  not  belonging  to  the  ITO  shall  be  per¬ 
mitted  to  enjoy  the  benefits  of  the  organization, 
including  reduction  of  trade  barriers. 

The  major  problems  facing  the  architects  of  the 
International  Trade  Organization  lie  in  the  field 
of  commercial  policy.  As  the  draft  Charter  now 
stands  it  is  anything  but  doctrinaire.  Although  the 
broad  objectives  correspond  to  the  view  of  the 
United  States  that  international  trade  should  be  on 
a  most-favored-nation  basis  and  be  subject  to  a 
minimum  of  restrictions,  the  exceptions  to  these 
rules  are  so  numerous  that  the  Charter  is  an  ex¬ 
tremely  flexible  instrument.^^ 

In  the  first  place,  the  member  nations  could 
negate  the  benefits  of  the  ITO  if  they  restrict  the 
quantity  of  goods  they  import  and  retain  complete 
freedom  of  control  over  their  currency.  Yet  many 
of  the  countries  of  the  world  must  regulate  their 
imports  and  supply  of  dollars  to  some  degree  if 
they  are  to  undertake  the  economic  reconstruction 
essential  to  their  future  prosperity.  Consequently 
the  Charter,  which  establishes  the  principles  that 
will  be  in  full  effect  under  normal  conditions,  also 
recognizes  the  needs  of  the  present  situation  and 
permits  restriction  of  trade  under  certain  defined 
conditions.  At  the  same  time,  it  ascribes  sufficient 
powers  to  the  ITO  to  curtail  such  restrictive  prac¬ 
tices  when  they  are  no  longer  warranted.  In  this 
capacity  the  ITO  may  exercise  an  effective  form  of 
sanction,  for  if  a  member  insists  upon  engaging  in 
restrictive  action  when  it  is  no  longer  necessary, 
the  Organization  may  release  the  other  members 
from  their  obligations  towards  the  offending  na¬ 
tion  and  hence  exert  retaliatory  pressure. 

35.  See  Draft  Charter  for  the  International  Trade  Organiza¬ 
tion  of  the  United  Nations,  Department  of  State  Publication 
2927,  as  approved  by  the  Preparatory  Committee  at  Geneva, 
August  22,  1947. 

36.  Jacob  Viner,  “Conflicts  of  Principle  in  Drafting  an  In¬ 
ternational  Trade  Charter,"  Foreign  Affairs,  July  1947,  pp. 
612-28,  suggests  that  these  principles  may  even  have  been  emas¬ 
culated  by  the  exceptions. 


In  part  the  issue  of  import  quotas  and  exchange 
controls  is  whether  future  economic  intercourse 
will  be  dominated  by  governmental  control  and 
hence  subject  to  political  considerations,  or  be  rela¬ 
tively  free  from  state  domination  and  thereby  en¬ 
courage  individual  enterprise.  This  problem  was 
also  reflected  in  the  discussions  at  Geneva  over  the 
extent  to  which  protective  measures  may  be  used 
to  foster  industrialization  in  the  less  developed 
countries  of  the  world.  A  group  of  these  nations, 
led  by  India,  sought  to  obtain  the  right  to  protect 
their  infant  industries  by  preventing  competition 
from  abroad.  The  Charter  permits  quantitative  re¬ 
strictions  on  trade  for  this  purpose,  but  in  order  to 
prevent  abuses  it  requires  prior  approval  by  the 
Trade  Organization  before  such  measures  are 
enacted. 

Like  many  of  the  issues  at  Geneva,  the  problem  [ 
of  subsidies  illustrates  the  conflict  between  a  gen-  ' 
el’ally  accepted  principle  and  a  series  of  exceptions  | 
which  limit  its  application.  Although  the  Charter 
recognizes  that  subsidies  cannot  be  immediately 
abolished,  it  seeks,  subject  to  certain  exceptions,  to 
eliminate  export  subsidies  two  years  after  the  agree¬ 
ment  comes  into  effect  and  provides  for  consulta¬ 
tion  concerning  domestic  subsidies  if  they  exercise 
an  adverse  effect  on  international  trade.^’ 

Still  another  issue  of  major  concern  to  the  experts 
at  Geneva  was  that  of  balance  of  payments,  for 
those  nations  suffering  an  imbalance  wished  to 
maintain  complete  freedom  to  employ  any  action 
they  held  necessary,  including  discriminatory  meas¬ 
ures,  while  the  United  States  feared  abuses  if  this 
position  were  accepted.  The  decision  reached  at 
Geneva  sought  to  harmonize  these  two  points  of 
view.  The  Charter  thus  permits,  under  certain 
specified  conditions,  the  imposition  of  both  non- 
discriminatory  and  discriminatory  quantitative  re-  1 
strictions  to  protect  the  balance  of  payments. 

Finally,  the  conferees  at  Geneva  were  faced  with 
the  question  of  how  to  establish  a  working  arrange¬ 
ment  between  the  state-trading  and  free-trading 
nations.  In  meeting  this  problem  the  pro[X)sed 
Charter  lays  down  the  principle  of  nondiscrimina-  , 
tory  treatment  and  adherence  to  commercial  con-  I 
siderations,  so  that  state  trading  agencies  may  not 
take  advantage  of  their  special  status  to  discrim¬ 
inate  against  private  firms  and  foreign  competition. 
Moreover,  the  Charter  provides  a  mechanism  for 
consultation  if  one  nation  encounters  such  action 
on  the  part  of  another  member.  ' 

Although  the  Charter  has  been  drafted  indepen-  v 
dently  of  the  Marshall  plan,  it  is  clear  that  one  of  I 

37.  The  United  States  has  reserved  its  position  on  export  sub-  I 
sidies.  Articles  27  and  28.  I 
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the  important  questions  of  the  coming  year  will 
be  the  relationship  between  the  proposed  ITO  and 
the  reconstruction  of  Europe.  There  is,  according 
to  former  Under-Secretary  of  State  William  L. 
Clayton,  no  conflict  between  the  program  of  recon¬ 
struction  envisaged  by  the  Marshall  plan  and  the 
purposes  of  the  ITO.  The  object  of  the  Marshall 
program  is  to  bring  about  the  prompt  rehabilita¬ 
tion  of  Europe,  while  the  ITO,  though  geared  to 
cover  the  present  situation,  proposes  primarily  to 
aid  in  maintaining  economic  welfare  once  normal 
relations  have  been  re-established.^®  It  may  be  sug¬ 
gested,  however,  that  if  the  Marshall  plan  fails, 
successful  operation  of  the  ITO  will  be  next  to 
impossible.  It  is  also  conceivable  that  in  the  course 
of  working  out  the  Marshall  plan  there  may 
emerge  a  pattern  of  economic  relationships  which 
has  not  been  precisely  anticipated  by  the  ITO,  and 
which  may  exert  an  appreciable  influence  on  the 
Organization.  This  problem  of  reconciling  imme¬ 
diate  requirements  with  long-run  objectives  ac¬ 
counts  for  many  of  the  difficulties  so  far  encount¬ 
ered  in  developing  the  ITO  Charter.  The  Geneva 
conference  went  as  far  as  the  conditions  of  post¬ 
war  trade  appeared  to  permit.  It  remains  to  be  seen 
whether  the  Havana  conference  can  overcome  the 
last  obstacles  and  create  an  organization  that  will 
be  acceptable  to  all  of  the  major  trading  nations 
of  the  world. 

WHAT  ARE  THE  PROSPECTS? 

Although  it  is  too  much  to  expect  that  the  Special 
Agencies  will  by  themselves  be  able  to  maintain  the 
peace  of  the  world  during  the  next  few  years,  these 
organizations  have  already  made  notable  progress 
toward  establishing  some  of  the  fundamental  con¬ 
ditions  of  peace.  Most  of  the  agencies  have  com¬ 
pleted  the  necessary  steps  toward  taking  their 
place  in  the  constellation  of  the  UN  organizations. 
During  the  past  tw'o  years  three  of  these  — 
the  Hank,  Fund  and  ICAO — formally  came  into 

38.  William  L.  Clayton,  “Geneva  Draft  of  ITO  Sets  a  Prac¬ 
tical  Pattern  for  World  Trade,”  Department  of  State  Bulletin, 
September  21,  1947,  PP-  592*94. 


existence;  two  others — the  ITU  and  the  UPU — re¬ 
vised  their  organizations  in  accordance  with  post¬ 
war  requirements;  and  the  Charter  of  the  only  one 
not  established,  the  ITO,  is  almost  completed.  All 
but  the  n  o  have  begun  or  renewed  operations  in 
their  respective  fields  of  activity.  In  some  instances, 
such  as  the  Bank  and  the  Fund,  this  work  has  taken 
the  form  of  transactions  involving  billions  of  dol¬ 
lars.  In  other  cases,  such  as  ICAO,  it  has  centered 
on  the  more  intangible  problem  of  drafting  broad 
policies  which  will  benefit  all  of  the  member  na¬ 
tions.  And  in  still  other  instances,  notably  the  ITU 
and  UPU,  this  effort  has  turned  toward  devising 
technical  conventions  essential  to  effective  inter¬ 
national  relations. 

Remarkable  as  is  the  variety  of  these  activities, 
the  cooperation  which  the  agencies  have  obtained 
among  experts  of  all  countries  is  even  more  signifi¬ 
cant.  For  if  anything  distinguishes  the  technical 
organizations  from  most  other  intergovernmental 
bodies,  it  is  their  record  of  obtaining  agreement 
among  representatives  of  every  nation  on  problems 
to  which  an  interpretation  of  scientific  and  other 
factual  data  may  provide  the  answer.  This  encour¬ 
aging  sign,  moreover,  has  been  reflected  in  the 
secretariats  which  are  emerging  as  the  core  of  these 
international  bodies,  for  in  almost  every  case  the 
permanent  personnel  is  demonstrating  that  indi¬ 
viduals  of  many  countries  can  work  together  effec¬ 
tively  and  harmoniously. 

The  future  of  the  Specialized  Agencies,  however, 
will  depend  primarily  upon  developments  whose 
full  course  cannot  be  foreseen  at  this  time.  In  par¬ 
ticular  the  political  tension  which  to  date  has  dom¬ 
inated  post-war  international  relations  must  be  dis¬ 
sipated  before  most  of  the  agencies  can  become 
world-wide  in  membership  and  activity.  How¬ 
ever,  by  proving  their  value  in  removing  some  of 
the  underlying  causes  of  war  under  the  present 
adverse  conditions,  these  agencies  will  not  only 
contribute  to  the  lessening  of  political  friction,  but 
will  also  be  in  a  position  to  expand  their  activities 
when  more  propitious  conditions  prevail. 
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Now  that  the  family  of  Specialized  Agencies  will 
in  the  near  future  be  almost  a  dozen  strong,  it  is 
becoming  more  and  more  important  that  one  or¬ 
ganization  should  not  duplicate  or  conflict  with 
another,  and  that  they  all  join  forces  in  solving 
the  world’s  economic  and  social  problems.  The 
Charter  anticipated  this  need  for  a  harmonious 
pattern  of  international  effort  and  provided  that 
the  General  Assembly  and  the  Economic  and  Social 
Council  (ECOSOC)  should  encourage,  coordinate 
and  recommend  with  respect  to  the  Specialized 
Agencies,  while  they,  in  turn,  should  make  re¬ 
ports  and  lend  support  to  the  UN.  As  a  result,  a 
special  Committee  on  l^egotiations  with  Special¬ 
ized  Agencies  of  the  ECOSOC  has  been  engaged 
in  drafting  agreements  with  these  agencies  which 
bring  them  into  formal  relationship  with  the  UN.* 
So  far,  nine  agreements  have  been  approved  by  the 
General  Assembly,  and  in  a  resolution  of  the  cur¬ 
rent  session  the  Assembly  has  expressed  its  determ¬ 
ination  to  develop  even  greater  coordination  with 
the  Specialized  Agencies. 

These  negotiations  have  been  far  from  simple,  if 
for  no  other  reason  than  the  variety  in  the  back¬ 
ground  and  activities  of  the  Specialized  Agencies. 
The  International  Labor  Organization,  Postal 
Union  and  Telecommunications  Union  are  all 
older  institutions  and  must  adapt  their  practices  to 
post-war  requirements.  The  United  Nations  Educa¬ 
tional,  Scientific  and  Cultural  Organization,  World 
Health  Organization,  and  the  proposed  Refugee 
and  Trade  Organizations,  on  the  other  hand,  are 
to  a  considerable  extent  the  product  of  the  UN  and 
hence  already  stand  in  very  close  relationship  to 
the  General  Assembly  and  ECOSOC.  The  Food 
and  Agriculture,  and  International  Civil  Aviation 
Organizations  are  in  still  another  position,  for  al¬ 
though  they  are  recently  established  agencies,  they 
were  developed  previous  to  the  establishment  of 
the  UN  and  therefore  present  special  problems  in 
their  relationship  with  the  UN.  Finally,  the  Inter¬ 
national  Bank  and  Monetary  Fund  are  in  a  class 
apart  because  of  the  immense  sums  they  control 
and  the  technical  and  confidential  nature  of  their 
work.  These  two  institutions  are  therefore  in¬ 
sistent  upon  their  political  and  financial  indepen¬ 
dence,  although  their  desire  to  cooperate  in  every 
possible  way  with  the  UN  is  equal  to  that  of  the 
other  intergovernmental  bodies. 

The  committee  soon  found  that  these  institu¬ 
tions  were  quick  to  notice  any  special  right  given 

I.  For  background  on  these  negotiations  see  Walter  R.  Sharp, 
“The  Specialized  Agencies  and  the  United  Nations:  Progress 
Report  I,”  International  Organization,  September  1947,  pp. 
460-74. 


to  another  agency.  For  example,  there  was  consid¬ 
erable  discussion  as  to  whether  each  organization 
should  be  referred  to  as  “the”  or  merely  “a”  Spe¬ 
cialized  Agency  in  its  particular  field,  and  there 
was  even  more  debate  concerning  the  extent  to 
which  the  budgets  of  the  agencies  would  be  depen¬ 
dent  upon  the  UN,  with  the  Bank  and  Fund  in 
particular  insisting  on  complete  autonomy.  As  a 
result,  the  intergovernmental  groups  quickly  de¬ 
veloped  what  might  be  called  a  “most-favored- 
agency”  policy  and  requested  that  if  a  privilege 
were  granted  to  one  it  be  granted  to  all.  The 
committee,  on  the  other  hand,  soon  discovered  that 
the  negotiating  procedure  was  much  easier  when 
all  agreements  conformed  as  much  as  possible  to  a 
single  pattern.  In  spite  of  variation  in  details,  these 
agreements  have  some  common  characteristics. 

The  principal  method  whereby  the  UN  and  the 
Specialized  Agencies  will  coordinate  their  efforts 
is  that  of  reciprocal  representation.  This  not  only 
includes  the  right  to  send  representatives  from  one 
body  to  take  part  in  the  meetings  of  the  other,  but 
it  also  encompasses  a  comprehensive  obligation  to 
exchange  reports,  statistics,  and  documents.  More¬ 
over,  both  ECOSOC  and  the  Trusteeship  Council 
may  submit  items  for  the  agenda  of  the  Specialized 
Agencies,  which  in  turn  may  propose  subjects  for 
the  consideration  of  these  two  Councils,  thus  in¬ 
suring  general  discussion  of  problems  of  impor¬ 
tance  to  the  interested  group. 

In  addition,  the  UN  has  certain  rights  which 
strengthen  its  influence  over  the  Specialized  Agen¬ 
cies.  The  General  Assembly  and  ECOSOC  may 
make  recommendations,  which  although  not  man¬ 
datory  must  be  considered  by  the  agency,  and 
made  the  basis  of  a  report  on  the  action  taken.  The 
agreements  also  require  the  various  organizations 
to  join  a  coordinating  group  which  ECOSOC  has 
established  to  integrate  the  activities  of  the  agen¬ 
cies  with  one  another  and  with  those  of  the  Coun¬ 
cil.  The  agreements,  moreover,  provide  that  the 
Trusteeship  Council  may  call  upon  the  organiza¬ 
tions  for  aid  in  matters  which  are  of  special  interest 
to  it.  While  the  language  is  not  necessarily  iden¬ 
tical,  all  agreements  so  far  negotiated  also  require 
these  intergovernmental  groups  “to  furnish  infor¬ 
mation  and  render  assistance”  to  the  Security 
Council.  So  far  the  Specialized  Agencies  have  not 
been  called  upon  to  fulfill  this  obligation,  but  if  the 
terms  are  interpreted  broadly  it  is  quite  clear  that 
these  organizations  may  be  called  upon  to  assist 
the  Security  Council  if  and  when  the  UN  is  re¬ 
quired  to  halt  a  threat  to  peace  or  put  down  ag¬ 
gression. 
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